Union Pacific had not defaulted, the Kansas and Denver Pacific had done little else; the highest mark which the stock of the Kansas Pacific had touched, in January, 1879, had been 13, that of the Union Pacific 68|. But the question, as Gould well knew, was not one of productive, but of destructive capacity; and the means of coercion which he employed was a demonstration of the ease with which the Kansas Pacific could be made formidable as a competing line.
In November, 1879, Mr. Gould purchased the Missouri Pacific, from Kansas City to St. Louis, and announced his intention of extending the Kansas Pacific to Salt Lake City, there to connect with the Central Pacific and to form a third transcontinental route. . . . The result was the consent of the Union Pacific directors to the terms imposed, and the execution of an agreement dated January 14, 1880, whereby the Union and the Kansas Pacific, with all their respective assets and liabilities, were put together at par of their respective capitals ... to which was added the capital of the Denver Pacific.1
By virtue of this consolidation the mileage of the Union Pacific was nearly doubled; but its financial strength was very much weakened, for the reason that the absorption of two unprofitable lines resulted in a large increase of capitalization without any commensurate increase in earning capacity. The Union Pacific had freed itself from competition, but at too high a cost, and its subsequent embarrassment and final insolvency were largely due to this taking
1 Railroad Reorganization: The Union Pacific, by Stuart Daggett (Cambridge, 1898), pp. 228-29.